SUPER-PRIME LONDON INSIGHT

Despite a fall in the number of super-prime deals in 2015, a sense of
momentum is returning to the market, as Tim Wright, Richard Cutt and

Daniel Daggers explain to Tom Bill

The number of super-prime (£10 million-plus)
property transactions in London fell by a third
in 2015 as the impact of a stamp duty increase
at the end of 2014 made buyers more price-
sensitive.

However, there are indications vendors have
started to factor in higher transaction costs and
the annual decline was accentuated by a series
of deals before the new rates came into effect on
4 December 2014. The number of Knight Frank
super-prime transactions fell 16% over the same
period.

The stamp duty increase meant the transaction
tax on a £10 million property rose to £1.1 million
from £700,000, or an additional 4% of the sale
price. The 2014 reform is likely to be followed in
April 2016 by a further three percentage point
increase for buy-to-let properties and second
homes.

Despite the resulting slowdown in activity, there
are signs the market has begun to absorb the
2014 changes and asking prices that increasingly
reflect the more subdued state of demand have
ended the stand-off between buyers and sellers.

“To some extent buyers and sellers have become
tired of the inaction,” said Tim Wright. “As asking
prices become more realistic, buyers have seen
the market is flat rather than falling off a cliff and
are therefore encouraged to act”

“The market needed to correct,” said Daniel
Daggers. “However, that’s not to say it’s ready for
take-off. The overriding mood is one of caution
but at the right price demand is strong and
momentum is returning.”

Annual price growth in the super-prime market
remains subdued, standing at 0.5% in December
after a marked slowdown in recent years, as
figure 3 shows.

However, the safe haven appeal of prime central
London property continued to support demand
in a year marked by economic volatility centred
on events in China and geopolitical concems
around the world.

“The wealth preservation appeal of prime
London property among UK and overseas
buyers remains significant, most recently against
the backdrop of falling commodity prices,” said
Richard Cutt.

There were mixed fortunes for London’s different
prime central London markets in 2015, as the
map in figure 1 shows.

The blue areas indicate where fewer sales took
place compared to 2014 and the red areas show
a higher number.

Kensington and Mayfair continued their upwards
trajectory in 2015, which is underlined by figure
4. Both areas grew their super-prime market
share and Kensington was the largest super-
prime market in 2015.

“It was becoming obvious by the beginning of
2015 that Kensington was looking very good
value in comparison with other prime central
London locations, which is surprising given the
obvious benefits of living there,” said Tim. “I think
it remains under-priced.”

Meanwhile, Mayfair has benefitted from a
high-quality development pipeline. “These
developments are some of the very best
residential schemes in London and continue to
fuel Mayfair’s return to the top of the list of most
desirable addresses in London,” said Richard.

The high-quality of London’s super-prime
pipeline is evident in the growing share of new-
build deals done above £10 million, which has
gone from a fifth in 2012 to over a third in 2015,
as figure 2 shows.

Prime Central London Team
Tim Wright and Richard Cutt launched Knight
Frank’s Prime Central London Team in 2012. Both

proprietary partners, Tim and Richard have nearly

50 years unrivalled experience between them in

the prime central London market. In May 2015 the
team expanded when Daniel Daggers joined from
the St John’s Wood office. Daniel, a partner, is one
of Knight Frank’s most talented and successful deal
makers. The Prime Central London Team is based
at Knight Frank’s global headquarters in Baker Street
and purely focuses on the property requirements of
ultra-high net worth individuals in the super-prime

(£10 million-plus) market.

Top: Left to right

Tim Wright:
tim.wright@knightfrank.com +44 7786 312408

Richard Cutt:
richard.cutt@knightfrank.com +44 7765 220529

Daniel Daggers:
daniel.daggers@knightfrank.com +44 7879 848374



RESIDENTIAL RESEARCH

SUPER-PRIME LONDON INSIGHT SPRING | 2016

£10 million-plus sales ’ FIGURE 1 FIGURE 2 ) .
(vear to December 2015) A The growth of super-prime new-build
Super-prime map ’ )
Percentage of new-build vs re-sale transactions
of London

I New build 7 Re-sale

® -
@ -
‘ 7-12

St John's Wood

Change in number of

The map shows the location
of £10 million-plus transac- 21% 14% 299,
tions in 2014 and 2015. Sales
are grouped at the centre

of the respective postcode

36%

sales from previous
12-month period * sector. 6%
E o

Increase o
. No change .

Decrease Marylebone

L 3 ‘ 719
Hyde Park Estate <

64%

Belgravia

.Knightsbridge

Source: Knight Frank Research
FIGURE 3 FIGURE 4
The super-prime price slowdown The ascendancy of Kensington and Mayfair Percentage of £10 million-plus deals by area
Annual growth in £10million-plus prices
30%
18% B 2012 2013 9 2014 [0 2015
16% o 1 Greek bailout 25%
2 General election moves onto the radar
14% 3 Stamp duty reform
20%
12%
10% 15%
8%
10%
6% ’
2% ‘e i I I
e 0% —
o © @ kel c [0) ) = = 0o
OA)OOv—w—NC\IO’J(")ﬁ"LO > 3 3 2 g 5 S < 3
T T oToT o owo%owoowoowoTw g 0 2 © 2 2 > o 52
G 6 £ b & 6 ¢ & & &b k=) < 2 £ o @ S £ =
¢ 53 ®© 53 & 53 ©®© 3 © 3 @ [} o 7 [} > = =] -
O 5 o 5 o 5 o S o 5 o0 ) £ c £ g o [
T N ° 2 z
X
Source: Knight Frank Research Source: Knight Frank Research
RESIDENTIAL RESEARCH PRESS OFFICE " Knight
Tom Bill Jamie Obertelli .‘ F Kk
Head of London Residential Research = +44 20 7861 1104 ran
+44 20 7861 1492 jamie.obertelli@knightfrank.com Important Notice , N ) )
q q © Knight Frank LLP 2016 - This report is published for general information only
tom.bill@knightfrank.com Daisy Ziegler and not to be relied upon in any way. Although high standards have been used in
the preparation of the information, analysis, views and projections presented in this
+4420 7861 1031 report, no responsibility or liability whatsoever can be accepted by Knight Frank
daisy,ziegIer@knightfrank,com LLP for any loss or damage resultant from any use of, reliance on or reference to the
contents of this document. As a general report, this material does not necessarily
represent the view of Knight Frank LLP in relation to particular properties or projects.
GLOBAL BRIEFING Reproduction of this report in whole or in part is not allowed without prior written
For the latest news, views and analysis approval of Knight Frank LLP to the form and content within which it appears. Knight
jonsiepond cliotine prope izt Frank LLP is a limited liability partnership registered in England with registered
2 & 2 number OC305934. Our registered office is 55 Baker Street, London, W1U 8AN,
where you may look at a list of members’ names.



http://www.knightfrankblog.com/global-briefing

